Introduction
The current globalization trend and growing demand from stakeholders toward companies to adopt corporate social responsibility (CSR) practices encourages the involvement of companies in CSR practices (Chapple and Moon, 2005) . CSR has emerged as an important subject in company's activities (Vilanova et al., 2009) . CSR is a general statement indicating a company's obligation to utilize its economic resources in its business activities to provide and contribute to its internal and external stakeholders (Kok et al., 2001) .
The growth in shares held by institutional investors has increased considerably. For instance, institutional investors control close to 60 percent of outstanding shares of common stock in the USA (Hayashi, 2003) . In the Malaysian capital market, there are three major categories of institutional investors, namely, pension funds, mutual funds and life insurance companies, which managed assets totalling around US$114 billion or 96.4 percent of gross domestic product at the end of 2004 (Ghosh, 2006) . Currently, a total of 51.03 percent of shares in the top ten highest market capitalizations of companies listed on Bursa Malaysia are held by institutional investors.
Institutional investors in Malaysia are dominated by several large institutions, such as the Employees Provident Fund (EPF), Lembaga Tabung Haji (formerly known as Pilgrimage Management and Fund Board), and Permodalan Nasional Berhad (Malaysia's biggest fund management agency), and have significant influence in corporate governance. Because of the magnitude of the assets controlled by institutional investors, it is a challenge for public listed companies (PLCs) to attract these investors who are interested in looking for new investment opportunities in Malaysian PLCs that have good CSR practices. For example, EPF, being the largest institutional investor in Malaysia, has invested in about 19.7 percent of the total assets (US$70 billion) of the equity market (Ghosh, 2006) . In order to find out whether CSR practices can be used to attract institutional investors in Malaysian PLCs, an empirical assessment of the relationship between CSR and institutional ownership (IO) is crucial.
In the academic literature, it is found that although the number of studies on CSR is high, an empirical examination on the relationship between CSR and IO in the Malaysian context is limited. The lack of empirical studies on this issue could be one of the factors explaining why Malaysian PLCs are less concerned or involved in promoting their CSR activities to various stakeholder groups (Bursa Malaysia, 2007; Williams and Pei, 1999) . Hence, by using CSR disclosure (CSRD) as a proxy for the measurement of CSR activities which are published in the companies' annual reports, the study provides a contribution to examine whether there is any relationship between CSRD and IO for Malaysian PLCs.
Literature review CSR practices in Malaysia
The involvement of the government and the Security Commission to promote CSR benefits will slowly increase the commitment to CSR in Malaysian companies. Some companies are actively involved in CSR practices, especially in community involvement. Prathaban (2005) recorded that 65 companies registered on Bursa Malaysia contributed RM82.1 million to various charitable community programs. The telecommunication sector contributed RM19.6 million (23.87 percent of total donation), which was the highest amount. The banking and financial services sector was second highest with RM17.1 million (20.83 percent of total donation) followed by construction and property related companies, which donated RM10.9 million (13.27 percent of total donations). The fourth highest were government-linked companies that gave a total of RM9.6 million (11.69 percent of total donations).
The prior studies conducted by Gardiner et al. (2003) and Seifert et al. (2003) stated that the size of a business is an important variable in CSR, and acts as a barometer as to why a company engages in CSR activities. Gardiner et al. (2003) conclude that CSR will only appear noticeably different if the CSR concept is fully integrated with the principles and practices of a company and when its progress is monitored regularly. However, the percentage of CSR contributions for Malaysian companies is only 0.31 percent of their income. This is still low when compared to certain European Union countries, which contribute at least 1 percent of the profit to the community (Prathaban, 2005) . Zulkifli and Amran (2006) observed that CSR activity trends in Malaysian companies are usually carried out in fields similar to their business activities. For example, Maxis Corporation promotes social development involving advances in information technology, bringing about direct advantages to communities. Maxis focuses on education, adolescents and information and communication technology under the Maxis Bridging Communities (MBC) program. The MBC core is the Cyber-kid Camps, which is a smart partnership program between Maxis and the government. The Telekom Malaysia group is another large donor that is serious about its social responsibility. It helps provide the digital bridge between rural communities and urban areas, and moves the nation into the digital era, thereby helping place Malaysia on the world map.
Puncak Niaga is the biggest water treatment company in Malaysia and it has worked hard to introduce and promote public awareness regarding the conservation and protection of the environment. The Puncak Niaga educational program teaches the younger generation about protecting and conserving the environment. The Public Bank strongly believes that meeting its CSR will increase its reputation and branding, and that this is important for the industry services. It also reduces the investment risk and improves the long term sustainability of the Public Bank Group. In carrying out its CSR, the group focuses on healthcare, education, professional development, charity and conservation of the environment.
The trend of the Malaysian companies shows that they are increasingly becoming involved in CSR activities from different levels of CSR activities among companies (Zulkifli and Amran, 2006) . Ethnicity and religion are influencing factors for CSR activities in Malaysian companies. Further, Zulkifli and Amran concluded that CSR activities in Malaysia are seasonal. For instance, many companies spread their magnanimity by distributing contributions to the old and poor communities as well as orphans during Aidilfitri, Deepavali, and Chinese New Year celebrations. Tay Kay Luan, who is the director of ACCA, Association of Southeast Asian Nations, and Australia, states that most local companies have a narrow view of the definition of CSR (Tam, 2007) . From the viewpoint of the Malaysian companies and leaders of the government, CSR is restricted to doing of good for the society through contributions, philanthropy, and the development of sports, or participation in good deeds. Therefore, CSR activities tend to focus more on programs that have a direct impact on the company's performance.
The CSR 2007 Status Report revealed poor CSR involvement by PLCs in Malaysia. In general, the survey showed a lack of knowledge and awareness of CSR by Malaysian PLCs. This indicates the need to seriously improve efforts in CSRD and achieve a fuller understanding of the concept of CSR. It shows that the majority of companies fell far behind global best CSR practices and there is a need to improve the level of disclosure and CSR practices.
CSRD research in Malaysia
In this study, CSRD is defined as the CSR activities communicated to stakeholders via a company's annual reports (Mohd Ghazali, 2007; Che Zuriana et al., 2003; Robert, 1992; Kin, 1990) . Hence, CSRD is considered to represent all of CSR activities which companies disclose in their annual reports.
Earlier studies in this field can be categorized in two different forms. Several studies considered the extent of CSRD (e.g. Abdul Hamid, 2004; Thompson and Zakaria, 2004; Che Zuriana et al., 2003; Kin, 1990) , while other studies examined Corporate social responsibility disclosure and recognized the driving factors behind the disclosure of CSR activities (Amran and Devi, 2007; Rashid and Ibrahim, 2002; Teoh and Thong, 1984) . For example, Kin (1990) used the Annual Report of 100 registered Malaysian companies, and classified five themes. They reported that only 66 companies disclosed information on products and services, 31 on employee relations, 22 companies on community involvement and only one on the environment. Since then, there has been no other CSRD research published in Malaysia until 2002, when a research was published by Che Zuriana et al. (2003) . They used 100 Malaysian PLCs for the period of 1995-1999. They noticed that less than 30 percent of the companies disclosed information concerning CSR. Their study also showed that most disclosure concerned human resources information. Several companies disclosed in both narrative and quantitative patterns. Thompson and Zakaria (2004) used content analysis of CSRD of the Malaysian PLCs. They found that 81.3 percent of the 257 Malaysian PLCs made social disclosure. They also found that most companies made disclosures on human resources (40 percent), product and consumer (24 percent), community involvement (22 percent), and the environment (16 percent). Abdul Hamid (2004) investigated CSRD practices in the banking and finance sector for Malaysian PLCs. He used content analysis to explore four themes of social disclosure and concluded that product theme attracted the highest disclosure. The second highest disclosure related to human resources, followed by community and the environment.
The above studies indicate that the CSRD expansion in Malaysia has a clear future as the number of companies involved in CSRD is growing. Prior studies on CSRD development in Malaysia indicate that the condition of CSR practices and disclosure are in the emerging stage. Amran (2006) found that Malaysian companies are involved in CSRD because of pressure from the government. The influence on foreign business partners was also seen as a contributory factor for engaging in CSRD. Although, some pressure exists, the involvement of CSR for Malaysian PLCs has still not been translated into a higher level of social practice and disclosure (Williams and Pei, 1999) . Thus, it is necessary to find what other factors cause the low level of CSR practice and disclosure. A few possible reasons why CSRD in Malaysia is still in its growth stage are considered by Teoh and Thong (1984) , namely, the lack of legislation on CSRD and the perception of companies that they will not receive any benefit from the investor or the community.
As an observation, past CSRD studies in Malaysia were limited to exploring the content of CSR activities in companies' annual reports and revealing the motivation of managers who were engaged in them. Although stakeholder pressure companies to be more actively involved in CSR activity, the additional number of companies involved in CSRD still does not provide satisfaction to the stakeholders (Williams and Pei, 1999) . Earlier studies found that CSRD activities form only a part of the regular report and consist largely of self praise (Nik . However, studies concerning the response from the institutional investor when companies engage in CSR are limited.
Empirical studies of the relationship between CSR and IO There are numerous studies on the relationship between corporate social performance [1] and IO in developed markets (Mahoney and Roberts, 2007; Cox et al., 2004; Johnson and Greening, 1999; Graves and Waddock, 1994) . Previous studies found the existence of a positive and neutral relationship between CSR and IO. Teoh and Shiu (1990) observe MAJ 25, 6 the IO attitude towards CSR and the relevant information. They reveal that IO does not usually change decisions concerning investment based on a companies' disclosure statement about CSR activities in their conventional financial information, such as annual reports. But, IO accepts CSR information in their account, if it is tuned to specific issues, namely product development and fair business practices. Graves and Waddock (1994) used a single value of Kinder, Domini and Lydenberg (KDL) index for the measurement of eight characteristics of CSR, developed by KDL & Co., Inc., to explore the relationship between CSR and IO. The results show that there is a positive significant relationship between CSR and numbers of IO, concluding that involvement in CSR activities do not give a negative response to institutional investors. Cox et al. (2004) investigated the pattern of institutional share holding in the UK and its relationship with socially responsible behaviour of companies. They found that social performance positively related with the long-run institutional investment. Their conclusion states that institutional investors will choose to place their investments in companies that have good social achievement and avoid investing in companies that have poor social performance. Mahoney and Roberts (2007) examines the impact of CSR on financial performance and institutional investors, using four years panel data for a sample of Canadian companies. These companies exhibit no significant impact of companies' composite social measures on the number of institutions investing in a companies' stock. However, they found a significant impact of companies' social ratings regarding their international activities and product quality towards the number of IO.
The discussion of the theoretical and empirical analysis of the relationship between CSR and IO in the preceding section proves that the theoretical and empirical relation between CSR and IO exists. It can be concluded that most studies in developed markets have a positive significant relationship between CSR and IO. Hence, this study aims to contribute to literature in examining the relationship between CSR and IO for Malaysian PLCs from the emerging market setting. IO as dependent variable is presented by number and percentage of shares owned by institutional investors, whilst CSRD as independent variable represents CSR activities of PLCs in Malaysia.
Research methodology Sample size and data
The initial sample in this study consists of the 200 largest companies, which are taken out of 499 companies listed on the main board of Bursa Malaysia during the period 2000-2005. The selection is based on their highest market capitalization ranking. The time span is selected for two reasons: first, this period is the recovery period from the financial crisis that hit the Asian countries particularly the Malaysian capital market (Ariff and AbuBakar, 1999) . Hence, post-financial crisis companies can focus on their involvement in CSR activities because they have more resources to contribute their communities and other stakeholder. During this period, companies also started to address demand of stakeholders which concern with CSR activities (Nik Ahmad and Abdul Rahim, 2003) . Second, this period indicates that the awareness level of managers towards CSR has just appeared (Abdul Hamid, 2004) and therefore, it is asserted that this is the period of companies' involvements in CSRD (Thompson and Zakaria, 2004; Rashid and Ibrahim, 2002) .
Corporate social responsibility disclosure
The companies' annual reports are chosen in this study as the main data due to the following justifications. First, the annual report is the most important source of corporate reporting ( Jenkins and Yakovlena, 2005; Al-Tuwaijri et al., 2004) . Second, in Malaysia, annual reports of listed companies are the most accessible source of information, either in hard copy or electronic publications (Sumiani et al., 2007; Christopher et al., 1997; Wiseman, 1982) .
Measurement of variables
This section is a discussion about the measurement of variables. It is divided into two main variables, namely, dependent variables, which are represented by number and percentage shares held by institutional investors, and independent variables, which are represented by CSRD and dimensions of CSRD and also the set of control variables. This study utilizes a one-year lag for overall independent variables (for example, year 2001 data for dependent variables and year 2000 data for independent variables). Using time lag is in accordance with previous studies (Mahoney and Roberts, 2007) which explore the relationship between CSR and IO in the future when a company is involved in CSR activities.
Dependent variables. The primary focus in this study includes the behaviour of investors as represented by IO with respect to CSR activities. In this study, the involvement of the Malaysian PLCs towards CSR activities is represented by CSRD. Therefore, IO is represented by the number and percentage shares held by institutional investors and they are used as the dependent variable to examine the relationship between CSRD and IO. Some institutional investors which actively invest in the capital market include public and union pension funds, mutual fund, investment bankers, insurance companies, and employee provident fund.
Independent variables. There are two types of independent variable in this study: the main independent variables and control variables. The main independent variable is CSRD which represent CSR activities and they are divided into four categories or dimensions, namely, employee relations, community involvement, product, and environment. Some prior researchers employed more than four dimensions of CSRD, but as far as the involvement and disclosure of CSR activities in Malaysia, CSRD is still in the form of general statements and most companies disclose the four categories.
Measurement of CSRD variable. There are two techniques that can be used to measure the level of CSRD in the annual reports (Al-Tuwaijri et al., 2004) . The first measurement is on the level of the quantity of disclosing such as the number of pages (Gray et al., 1995; Guthrie and Parker, 1990) , number of sentences (Hackston and Milne, 1996) , and number of words (Zeghal and Ahmed, 1990) . All these methods have their limitations. According to Al-Tuwaijri et al. (2004) , the page may possibly include a picture that does not have information on the CSR activities, whereas sentences and words may possibly ignore a graph or necessary table. The second measurement uses a disclosure scoring measurement that comes from content analysis. This method is also called quantitative disclosing (Al-Tuwaijri et al., 2004) . This study utilizes both the number of sentences of quantity of CSRD and quantitative disclosing. Quantitative disclosing is assigned to different disclosing items that are based on the perceived importance of each item of CSRD dimension, namely, employee relations, community involvement, product, and environment to various users' group. MAJ 25, 6 In the Malaysian context, Haniffa and Cooke (2005) and Thompson and Zakaria (2004) in their studies used five categories of content analysis but with different themes. Abdul Hamid (2004) used four categories and Nik identified six types of CSRD. The number of companies that have reported on the energy theme is very rare and less than 1% (Thompson and Zakaria, 2004; . Thus, in this study, energy is combined with the environment theme. Therefore, four categories of CSRD, namely, employee relations, community involvement, product dimension, and environmental dimension are identified in this study. These categories are consistent with the recent studies (Branco and Rodrigues, 2008; and Abdul Hamid, 2004) .
In this study, the value of each item disclosed is measured quantitatively in that weights are assigned to different disclosing items based on the perceived importance of every item to a variety of user groups (Al-Tuwaijri et al., 2004; Hughes et al., 2001) . The reason for the utilization of this technique is because throughout this procedure the researcher has to re-evaluate the quality of disclosing based on the three criteria of quantitative disclosing. The disclosing value of each item is assigned into three quality of classifications of quantitative disclosing:
(1) quantitative disclosure (the greatest weight has an assigned value of 3); (2) the next highest weight, qualitative specific disclosure (non-quantitative disclosing but with specific information has an assigned value of 2); and (3) the lowest weight, qualitative disclosure (the general quantitative disclosing has an assigned value of 1).
Companies that do not disclose any kind of information for the given categorizes obtain a score of 0 for the particular dimension. Total scores value of CSRD is summed from all sub-scores value of dimensions of CSRD comprises total scores values of employee relation dimension, community involvement dimension, product dimension and environment dimension. Hence, CSRD as independent variable is utilized as proxy to measure CSR activities which are disclosed in companies' annual reports. The method to scoring is additive of unweighted indexes that is calculated to the sum of the final CSRD score[2]:
where:
CSRDj ¼ CSR disclosure score for jth company.
n j ¼ Total number of items estimated for jth company.
X ij ¼ 3 if ith item is quantitative disclosed, 2 if ith item is non-quantitative but specific information disclosed, 1 if ith item is common qualitative disclosed, and 0 if ith item does not disclosed any information.
The models Two well-established models, the fixed effects model and random effects model are conducted in this study. The difference between the fixed and random effects models is based on whether the unobserved individual effects that are correlated with the Corporate social responsibility disclosure regressors, which is the case for the fixed effects, or not in the models, as in the case of the random effects model. (Greene, 2008; Wagner, 2005) In the fixed effects model, the intercept in the regression model is allowed to differ among individuals in recognition of the fact that each individual or cross section unit may have some special characteristics of its own. In conclusion, the fixed effects model is represented by the following equation:
where y is the dependent variable (in this study, it refers to institutional ownership measurements, namely, number of share held by institutional investors (NUMBIO) and percentage of share held by institutional investors (PERCIO); x represents one-year lag in the independent variables (in this study, it refers to the variables CSRD, dimensions of CSRD, namely, Employee Relation Disclosure (EMPD), Community Involvement Disclosure (COMD), Product Disclosure (PROD), Environment Disclosure (ENVD), and all the control variables including Firms' systematic risk (BETA), leverage (LEV), LogSize (LSIZE), LogSales (LSALES), asset turnover (ATR), and earnings per share (EPS). b is the coefficient of the independent variables; m represents the error term; v is the unobserved firm effect; i indicates a firm number; and t represents time.
To choose which of the two models that fixed or random effects model is more precise, the Hausman test is employed. This test evaluates the significance level between estimators, in case, fixed effect or random effect models. The error term (m it ) for the random effects model using equation (1) can be defined as:
In equation (2), e i is the cross-section error component and n it , combines the cross-section and time series error component.
Hypothesis development of CSR on IO
This study attempts to discover evidence of CSR activities which are represented by CSRD in Malaysian PLCs. It can be explained by utilizing the stakeholder theory, because this theory is useful to explain voluntary CSR for two reasons. First, it distinguishes between the social and stakeholder issues. Clarkson (1995) argued that managers deal with their company stakeholders and not with the public. Second, the stakeholder theory is considered to be more appropriate to develop a testable hypothesis.
In the context of this study, the stakeholders demand that CSR be a stakeholder issue as in the Malaysian context, CSR is still unregulated (Elijido-Ten, 2004) . Hence, the stakeholder theory offers a practical framework to assess CSR by using information from CSRD (Snider et al., 2003) .
Malaysian managers of companies have the moral support to engage in CSR and disclose information about their CSR activities for important interest groups. Recently, external primary stakeholders, such as the government and capital market authorities, have also exerted force, through acts and regulations, for companies to be involved on CSR activities. For example, Bursa Malaysia released a CSR framework for PLCs, and the 2006 Budget speech of Prime Minister of Malaysia required all PLCs to disclose their CSR activities (Bursa Malaysia, 2007) . Thus, the stakeholder theory can be used to clarify the CSR practices in Malaysian PLCs (Nik . So, it is important to know the impact of information concerning CSR on the level of IO as MAJ 25,6 empirical evidence, because from the stakeholder theory position, investors could view companies with high social responsibility as being a superior match with their environment, and for this reason the investment risk is lower in the long term (Simerly, 1995) .
Empirical studies show a positive and significant relationship between social performance and shares held by institutional investors (Graves and Waddock, 1994) . Cox et al. (2004) find that CSR is positively related to long-term institutional investment. Findings of a recent study by Mahoney and Roberts (2007) also report a significant relationship between companies's CSR and the number of institutions investing in its shares.
In the case of Malaysia, it is found that companies' annual reports disclose more CSR when shares are owned by government agencies (Mohd Ghazali, 2007) . At the same time, debt monitoring and foreign ownership have a significant impact on corporate performance (Che Haat et al., 2008) . Based on empirical results, it is revealed that CSRD information has caused market reactions (Epstein and Freedman, 1994) . Most prior studies found that investors require CSRD as information for their investment decisions (Mahoney and Roberts, 2007; Epstein and Freedman, 1994) . Hence, CSRD is as a proxy to measurement of CSR for the Malaysian PLCs, this leads to the following hypothesis:
H1. There is a positive relationship between CSRD and IO.
Several institutional investors confirm that they select a company to invest in that which is consistent with their personal values (Sauer, 1997) . As socially responsible investors become aware of the companies' non-responsiveness to social concerns, they can place pressure on those companies to change. Taub (2001) found that more than 76 percent of 89 participants in his survey find that institutional investors place more pressure on companies to improve business governance.
Good corporate citizenship may create strong loyalty of employee to a company, and, as a result, a responsible company may improvement in employee relations, as well as presenting an optimum position to attract and maintain good employees. McGuire et al. (1988) revealed that employee loyalty is advantageous for a company as it improves productivity, innovation, lowers production cost, thereby increasing profitability.
The empirical research by Cox et al. (2004) found a positive and significant impact of employee relations on long-term institutional investors, whereas Mahoney and Roberts (2007) reveal a negative partially significant effect on employee relations and the number of IO. Hence, this leads to the hypothesis which is developed as follows:
H2. There is a positive relationship between employee relations dimension and IO. Kanter (1999) noticed that a vital type of benefit that companies can obtain from community involvement programmes is that society can be utilized as a learning laboratory for its innovations. Besides, being attentive to financial performance, product quality, and the environment, institutional investors may also be pondering on company's contributions to local communities and their relationships with women, minorities, and employees (Schwab and Thomas, 1998) .
A recent empirical study by Mahoney and Roberts (2007) reveal that there is positive but not significant impact of community involvement on the percentage of shares ownership of institutional investors. However, a study by Cox et al. (2004) found Corporate social responsibility disclosure a positive partially significant relationship between community involvement activities and long-term investors. This leads to the following hypothesis:
H3. There is a positive relationship between community involvement dimension and IO.
Companies have the incentive and tools to determine the information that prospective customers for their products may find useful. Benston (1997) observes that if investors cannot easily consider the products, it is worth less to them. Consequently, the products have to sell at a lower price to compete with alternative investments that are more efficient. On the other hand, investors will not pay compensation for excessive information costs provided by companies. Empirical testing by Mahoney and Roberts (2007) and Teoh and Shiu (1990) reveal that the product dimension of CSR relates to shares owned by IO. Their conclusion proposes that institutional investors pay special attention to how companies arrange this CSR dimension. Hence, the following hypothesis is formulated:
H4. There is a positive relationship between product dimension and IO.
According to Turban and Greening (1997) , institutional investors notice the long-term benefits from a socially responsible company through maintaining the quality of products, more attention to the environment, community, and their employees. Spicer (1978) argues that institutional investors assume that low level of social responsible of company and poor in environment performance indicate that investment risk in such companies are high.
The empirical testing by Cox et al. (2004) found that the environmental dimension and long-term investors is positive and significantly related, whereas contrary results by Mahoney and Roberts (2007) report a negative significant impact of the environmental dimension on the number of institutional owners, as well as the percentage of institutional ownership. This leads to the following hypothesis:
H5. There is a positive relationship between environment dimension and IO.
Findings
This research uses longitudinal disclosure over a seven year period. As a result, during this period it is revealed that the participation of companies' involvement in CSR activities is increasing both in terms of the amount of disclosure as well as the number of participating companies. However, the growing level of involvement and disclosure of CSR activities is still limited with general information and qualitative statements. Hence, this result suggests that the situation of CSRD in Malaysia is at an emerging period with respect to disclosure of CSR activities.
Descriptive statistics of CSRD
This section presents the descriptive statistics employing mean values of each CSRD dimension. The mean value is the most commonly used to measure central tendency. Results for mean values of each CSRD dimension are presented in Table I . Findings reveal that employee relations are the highest disclosed dimension with a mean value of 0.70, median value of 0.67 and standard deviation of 0.43. This indicates that PLCs in Malaysia is more concerned with human resources as compared to other dimensions.
MAJ 25,6
There is an increasing number of companies which disclose employee relations information in their annual reports. This result supports prior studies, which found that the highest category of CSRD in Malaysian PLCs is employee relations (Haniffa and Cooke, 2005; Thompson and Zakaria, 2004; Nik Ahmad and Abdul Rahim, 2003; Williams and Pei, 1999) . This is in contrast with the environment dimension, which is the least disclosed. It is reported as having a mean and median of 0.19 and 0.00 times, respectively. This indicates that the number of companies disclosing their environmental dimension is limited. The companies only disclose common statements relating to environmental information to the public, or only information in qualitative conditions. These findings confirm prior studies by Sumiani et al. (2007) and Nik Ahmad and Sulaiman (2004) who found that the content of environmental disclosure in Malaysian PLCs is at a general and qualitative statement level.
The degree of disclosure on the environment dimension is lower compared to other dimensions. This indicates that the awareness and involvement of companies in this dimension is less than others. Even though there is a guideline on environmental reporting for Malaysian companies (ACCA, 2003) , there is no statutory requirement for PLCs to disclose environmental information to the public in Malaysia.
Incentives from the government providing prizes or awards, such as Malaysia Environmental and Social Reporting Awards (MESRA) and pressure from other stakeholders may change companies' perceptions of environmental issues. The ISO 14001 certification has some level of influence on the voluntary environmental reporting behaviour among Malaysian companies, specifically on pollution abatement and other environmental related information (Sumiani et al., 2007) .
According to industrial categories (Table II) , the plantation industry has the highest disclosure of CSR activities with a mean score of 2.09, followed by consumer products Corporate social responsibility disclosure at 1.87, construction at 1.84, trading and services at 1.58, finance at 1.54, industrial products at 1.20, property at 0.96, technology at 0.84, and hotel at 0.29. There are differences in the disclosure level for each CSRD dimension between the different industries. For example, the plantation and construction industries which have a significant impact on nature and the environment, disclose more environmental information than other industries. The tobacco and alcoholic drink industries are associated with highly discernible social problems such as health and crime. These industries must be concerned with disclosing product and community involvement related activities. By acknowledging the stature of their name among the community, individual companies make the creation and maintenance of good relationships with local society very important. Hence, some companies in this industry such as British American Tobacco (Malaysia) Berhad, Carlsberg Brewery Malaysia Berhad, and Guinness Anchor Berhad are actively involved in disclosing their CSR activities. Furthermore, in anticipation of pressure from various stakeholders such as non-governmental organizations, consumers and governmental bodies, these companies also show that they make an important contribution to the public and the nation.
Apart from addressing various pressures to observe socially responsible practices, other reasons companies disclose their CSR activities in the companies' annual reporting may result from a decoupling strategy for Malaysian companies to follow their business associates from overseas, who are already applying CSRD (Thompson and Zakaria, 2004) . The majority of industries in Malaysia export extensively to developed markets, with the USA as one of the main importers. Although the awareness level of CSR by Malaysian companies is far behind their business partners in these markets, copying and following their business partners in applying CSR activities has the potential to enhance demand for products from Malaysian companies in the USA and other developed markets.
Certain Malaysian companies attempt to be superior corporate citizens to obtain certain contracts from the government (Amran and Devi, 2007) . Another reason why Malaysian companies should be concerned with better CSR practices is to attract more foreign funds as cost of capital in foreign markets is cheaper than the local market. If a company has superior CSR practices, it is easier to attract foreign institutional investors such as pension funds and SRI, thereby helping companies develop their business faster and profitably. CSR provides a good differentiation for the company's image; making it easier to recruit and retain key employees who play essential roles in sustaining business success (Investor Digests, 2003) . Therefore, PLCs in Malaysia need to integrate CSR activities with the company's business operations. In this regard, the company's involvement in CSR activities is an effort to build business relationships with stakeholders in order to remain sustainable in the long term of providing optimal services to its stakeholders .
Based on these facts it can be concluded that the level of CSRD for PLCs in Malaysia is still limited to general statements. Nevertheless, the number of companies involved in CSRD is growing (Mohd Ghazali, 2007) . There is a need to find different ways to support companies in not only awareness level enhancement, but also on how to become actively involved in CSR activities and disclosure. The trends in developed markets such as North America and Europe show a widespread of empirical testing of CSR MAJ 25,6 on institutional ownerships. Hence, the following section discusses the empirical test results between CSRD and IO in a Malaysian context. Table III shows the hypothesis testing results between CSRD and IO. There is positive and significantly related between CSRD and IO. This result supports previous studies by Mahoney and Roberts (2007) , Cox et al. (2004) , Johnson and Greening (1999) , and Graves and Waddock (1994) which reported a significant positive relationship between social performance and institutional investors. This indicates that institutional investors are interested in how managers handle the social issues of their company. Moreover, these results are also consistent with previous findings (Mahoney and Roberts, 2007; Coffey and Fryxell, 1991; Teoh and Shiu, 1990 ) which stated institutional investors make CSR a source of important information when considering the decision to retain or release their shares in a given company.
The relationship between CSRD and IO
According to the above result, there is a good opportunity to attract institutional investors to invest in PLCs in Malaysia, as institutional investors will select shares of companies that have a higher social achievement. The additional investment criteria that institutional investors consider, besides being concerned with the financial performance of their investment as normal investors, also assumes that investments are an expansion of their values and social beliefs in their business environment (Webley et al., 2001; Lewis and Mackenzie, 2000) . Thus, if companies want to attract these investors, managers have considered declaring their CSR activities in annual reports as an effective means of communicating with institutional investors.
The relationship between dimensions of CSRD and IO Table IV reports results of the relationship between the CSRD dimensions and IO. Overall four dimensions are significantly related to IO. There are two dimensions namely employee relation and product, which are positive and significantly related to IO; whereas the other two dimensions namely community involvement and environment are negative and significantly related to IO. These findings reveal that there are two variables namely employee relations and product that support H2 and H4. These results are also consistent with the latest study by Cox et al. (2004) , which reported that employee relations is positive and significantly related to IO and Mahoney and Roberts (2007) who found that there is a positive and significant relationship between product dimension and IO.
These results provide evidence consistent with the conjecture that institutional investors pay attention to the way Malaysian companies manage social issues. These results are also consistent with prior studies (Mahoney and Roberts, 2007; Cox et al., 2004; Graves and Waddock, 1994; Coffey and Fryxell, 1991; Teoh and Shiu, 1990 ) that suggest institutional investors take CSR information into account in deciding whether to hold their shares in a given company. Hence, managers can conclude that improving socially responsible practices will not depress institutional shared ownerships (Graves and Waddock, 1994) . These results indicate that Malaysian institutional investors are normally concerned with the impact of company decisions. These issues which relate to CSR activities will be more effective if communicated directly to the stakeholders. Hence, managers have to be proactive in accommodating the requirements of institutional In contrast, results on the community involvement and environmental dimensions do not support H3 and H5. Results of both dimensions are significant negatively related to institutional investors. A negative link exists between the community involvement and environmental dimensions with IO. A high investment in both dimensions indicate institutional investors assuming additional costs; particularly from the short-tem institutional investors perspective such as unit and investment trusts, which make decisions based on risk and return in short-term period orientation. The extra spending may come from charitable activities such as conducting extensive donations, promoting community development plans and establishing environmental protection activities.
The existence of negative relations for both the community involvement and environmental dimensions to IO has some arguments, including that the institutional investors assumed that investing in both dimensions require significant financing. The extra expenditure may come from activities such as doing extensive charitable donations, promoting community development plans and establishing environmental protection activities. In particular, the environmental dimension is also assumed to have higher expenditure. In order to fulfil implementation of environmental management programmes, some companies set aside investment in their capital expenditure, such as research and development and building alternative plans, or enhancing their production processing to minimize adverse impact on the environment. These investments influence a company's cash flow during the financial reporting. However, these expenditures might find the companies at an economic disadvantage compared with other companies that are less socially responsible (Balabanis et al., 1998) .
Other arguments include that institutional investors in Malaysia are less concerned with both dimensions (community involvement and environment), possibly because no benefits can be taken directly into their portfolio investments. It may be that institutional investors in Malaysia are heavily profit oriented, and particularly short-term institutional investors who just focus on making profits in shorter time periods. Results of the relationship between CSR dimensions and IO reveal that institutional investors pay attention to how companies manage certain dimensions in a Malaysian context, and that the only focus is on employee relations and product dimensions. This indicates that institutional investors are not totally opposed to company involvement in social activities (Teoh and Shiu, 1990) . However, companies can improve their advantages in social performance through proactive promotion and recruiting of managers who are concerned with environmental orientation (Simerly, 1995) .
Discussion and conclusion
The first objective of this study is to establish the CSRD status of Malaysian PLCs. The longitudinal data analysis for the period of 2000-2005 reveals that the involvement and disclosures of CSR activities are improving gradually. The highest disclosure theme is employee relations, followed by community involvement, product, and finally the environment dimension. Most PLCs in Malaysia disclose their CSR activities in general statement terms where information content is limited. However, the number of companies that participated during the seven-year period of analysis did not improve significantly in accordance with stakeholders' expectations (Bursa Malaysia, 2007) . MAJ 25, 6 The second objective of this study is to examine whether there are any relationships between CSRD and its dimensions and IO. The information of companies' involvement in CSR activities is represented by CSRD in annual reports. The findings of the longitudinal data analysis show that CSRD is positive and significantly related to IO. This result reveals that institutional investors that select portfolio investments tend to consider the social performance of companies. This finding is consistent with the findings of prior studies that indicate investors consider social disclosure in their investment decision (Milne and Chan, 1999) . Their choices avoid or exclude those companies with poor social performance. Numerous investors believe that the more the companies are socially responsible, the safer their investment (Mahoney and Roberts, 2007) .
The results of this study however show that among the CSR dimensions, institutional investors are less concerned with companies engaging in community contribution practices and those related to the environmental exposure in which the company operates. The lack of concern could be due to the assumption that neither activity has direct impact on the investment portfolios of these institutional investors. Nevertheless, institutional investors are not totally opposed to companies that are involved in social activities (Milne and Chan, 1999; Teoh and Shiu, 1990) . Hence, companies can improve their advantage in social performance through proactive promotion and the recruitment of managers who are concerned with environmental protection (Simerly, 1995) . However, institutional investors respond positively to the employee relations and product dimensions. This indicates that institutional investors appreciate fair managers who assist in attracting and maintaining the best workforce, and are concerned with product quality and safety.
This study is the possibility for institutional investors to design their investment criteria. For example, an investor can plan long-term benefits by placing and holding shares over a longer period of time in companies that are involved in socially responsible activities. Numerous companies feel pleased to enhance their CSR activities as part of an effort to build public trust. Good CSR practices of the Malaysian PLCs will increase the confidential of the institutional investors. This is because institutional investors are risk-averse in their investment decision. This suggests that institutional investors may feel more secure if they retain their portfolio investments in the companies that are actively engaged in CSR practices.
The findings suggest that policy-makers especially the Security Commission should consider the need to establish CSRD requirements that are beneficial to the stakeholders. The Security Commission may consider providing criteria to measure social performance as well as establishing a social performance ranking for PLCs in Malaysia. This ranking could be used as a benchmark target for PLCs in Malaysia and simultaneously provide a general standard to evaluate other companies engaging in CSR activities. The introduction of such criteria might not only be of assistance to company managers who find it difficult to measure the success of their own CSR policies, it can also be used to attract investors especially ethical investments that have grown rapidly in recent times. Future empirical studies concerning the relationship between CSRD and IO are expected to increase rapidly if a general evaluation standard for CSR activities by PLCs in Malaysia is made available.
Finally, a general confirmation can be made that this study has proven a positive and significant relationship between CSRD and IO. This confirms that increased active involvement and promotion of CSR activities brings together the interests Corporate social responsibility disclosure of stakeholders, therefore having a positive on IO. Disclosure of CSR activities can also be used as leverage to attract institutional investors to actively invest in Malaysian PLCs that have solid platforms for socially responsible practices. Certain limitations of the study and recommendations on how to overcome them are explored in this section. First, the study utilizes the content analysis method which according to prior studies is subject to human error as the study uses judgment to explore what represents CSRD (Abdul Hamid, 2004; Thompson and Zakaria, 2004; Mathews, 1997; Hackston and Milne, 1996) . The study solely focuses on the disclosure of companies' annual reports, even though it is known that companies utilize other mass communication mechanisms. Hence, future research may have to consider disclosures of CSR activities exposed by other media such as companies' stand-alone reporting, in-house magazines, newspapers, and web sites.
The diversification of IO in future studies can be considered. There are two categories of institutional investors, namely short-and long-term ones. Both have a different orientation towards companies' involvement in CSR activities (Cox et al., 2004) . These different categories of institutional investors are likely to demonstrate different investment behaviours and pursue varied objectives that are subject to various conditions and constraints. Hence, it may help companies attract appropriate institutional investors with their respective orientation of investment.
Notes
1. Most prior studies have examined the relationship between CSP and IO (Mahoney and Roberts, 2007; Cox et al., 2004; Johnson and Greening, 1999; Simerly, 1995; and Graves and Waddock, 1994) . The concept of CSP evolved from the concepts of CSR and corporate social responsiveness, which responded to questions concerning companies' social responsibilities and how these should be enacted (Neville et al., 2006) . However, "CSR" and "CSP" are often employed interchangeably (Barnett, 2007) . For consistency, in this study, the term utilized is CSR.
2. For instance, result of CSRD score of the company is presented in the Appendix Notes: 1, occurrence: denoted 1 if yes, denoted 0 if no; 2, quality of disclosure: denoted 3 for the greatest weight to qualitative disclosure; denoted 2 for qualitative specific, non-quantitative but specific information related indicators; denoted 1 for general qualitative disclosures; denoted 0 for do not disclosure information for a given indicator 
